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Abstract 
Benchmarking is most often referred to as a tool for the improvement of processes and performance of organizations. Therefore, it 
was also in the framework of reforms in the spirit of New Public Management which was implemented in the public sector. 
Regarding the theory of benchmarking, many authors have pointed out that in addition to the actual improvement of processes, 
benchmarking can replace the function of the market mechanism in the allocation of public funds among organizations that provide 
public goods and services, which often operate in a monopolistic environment. Empirically, this has been observed in so-called 
“pure” NPM countries like the UK, USA, and New Zealand. The aim of this article is to describe the use of benchmarking in the 
public sector, focusing specifically on the case of municipalities in the Czech Republic, where as a result of the initial conditions, 
the phenomenon of “voting by feet” does not work and the effect of competition is severely restricted. Based on the research are 
then discussed. Possible recommendations for public policy, based on the research, will also be discussed. In analyzing the 
problems the following methods were employed: interview, comparison and a literature review. 
© 2015 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of IISES-International Institute for Social and Economics Sciences. 
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1. Introduction 
Benchmarking has been adapted as part of the reforms in the spirit of New Public Management as a tool for 
increasing efficiency in the public sector. Reforms in the spirit of New Public Management (see Pollitt, Bouckaert, 
2004) have an ideological foundation in the theories of the schools of public choice and the Chicago school (Van Der 
Walle, Hammersmid, 2011). New Public Management is not a tightly defined ideology, but has rather a hybrid 
character (Christensen, Lægreid, 2002). It can be seen as a theoretical reflection of changes in the public sector, which 
began in the 80s and have lasted until now. The highlights of these changes can be characterized by the concepts of 
"managerialism" (Pollit, 2002), "market based public administration" (Eikenberry, Kløver, 2004; Peters, Pierre, 1998), 
© 2015 The Authors. Published by Elsevier B.V. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/4.0/).
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post bureaucratic organization (Berzelay, 1992), entrepreneurial government (Hughes, 1998,) and enterprising 
government (Osborne, Gaebler), where the citizen is perceived as a customer. 
It is characteristic of the public sector that some areas operate as monopolies. It is therefore very difficult to motivate 
these areas to improve their performance. In case these entities cannot be motivated to move in a positive direction, 
then harsh restrictive measures, such as the closure of the organizations that do not performance adequately, can be 
utilized. In the public sector, this role can be filled by the Naming and Shaming phenomenon (Plaček, Půček, Jetmar, 
2014), where good performance is rewarded by the public, and likewise bad performance is met with negative public 
pressure. 
The aim of this article is to describe the specific case of municipal use of benchmarking in the Czech public sector 
(where as a result of the initial conditions, the phenomenon of “voting by feet” does not work and the effect of 
competition is severely restricted,) and, on the basis of the analysis discuss possible recommendations for public policy 
in order to find ways which lead to a more effective use of benchmarking as well as a more effective way to allocate 
public resources. 
2. Benchmarking in the Public Sector 
In the above-mentioned specifics on the public sector, benchmarking is a major benefit for the public sector due to 
the fact that it brings elements of market competition into the public sector (Nemec, Měřičkova, Ochrana, 2008) 
(Hellden, Tillema, 2005), (Olliver, 1991). The authors Hellden and Tillema perceive benchmarking as an alternative 
to the application of market forces in the public sector but also as a tool for measuring performance in the public sector 
as well as a substitute for customer decisions. 
Performance measurement is one of the few ways change can be achieved for the benefit of the customer in a 
monopolistic environment where public sector organizations often operate. Underperformance does not mean the 
demise of the public sector organization. In order to achieve at least the basic parameters of efficiency in the public 
sector, however, it is necessary that the gap in performance between public sector organizations not continuously 
increase. In the short term, public sector organizations therefore must demonstrate a reasonable degree of achievement 
in their performance to gain the support from the various groups of stakeholders. Another option is to increase 
oversight by the central authorities, or to contract out. With respect to the economic theory of benchmarking, the 
benefits of this tool can be seen, particularly, in the following points: 
x Benchmarking increases the average performance of an organization. 
x Benchmarking is a powerful motivator for increasing the efficiency of institutions with lower initial performance 
than organizations with higher performance 
x Benchmarking reduces the differences in performance between organizations (Hellden, Tillema, 2005) 
The views of neo-institutional economics and resource dependence theory are highly beneficial for analyzing the 
importance of benchmarking in the public sector. They argue that organizational behavior is influenced by different 
kinds of pressures coming from the institutional environment (governments, professional groups, interest groups or 
the general public). Neo-institutional theory (Scott, 2001), particularly its application in sociology, underlines the need 
to comply with external rules. Resource dependence theory (Davis, Cobb, 2010) contends that the organization 
depends on resources. Power and resource dependency are related and organizations have the opportunity to influence 
their surroundings. Institutions can react to the pressure of the external environment with either conformist behavior, 
which means striving to achieve the standards defined by the external environment, or with non-conformist behavior, 
which means being in conflict with institutional rules. 
Besides the already mentioned benefits such as the introduction of market elements, setting performance standards 
and a better defining of objectives, benchmarking, combined with the pressure of key stakeholders, brings an increase 
in the transparency of the public sector. Citizens can therefore compare the cost of the provision of selected public 
goods and services at various public sector organizations. This comparison is heavily influenced by the system of 
fiscal federalism in which we operate (Kuhlmann, Jäkel 2013), (Kuhlman, Fedele, 2010). 
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Barriers for the implementation of benchmarking arise from the institutional environment as well, for example 
efforts to maintain the office. These manifest themselves in a purely formal implementation of benchmarking, or by 
focusing on the demonstration of „good enough“. Similar activities can also be identified in efforts to preserve the 
budget and prestige of the office. Responsible officials and politicians have no interest in publishing information on 
the results of benchmarking and eventually hinder implementation of the results. The barriers can also be seen as an 
effort at rent-seeking (Tullock, 1987; Krueger, 1974). Rent seeking occurs in organizations that operate in a 
monopolistic environment and are based on the creation of restrictions preventing the entry of competitors into the 
industry. 
Benchmarking is a tool which can very effectively measure the performance of the public sector; maximize the 
functional effects and minimizes the dysfunctional effects (Nemec, Měřičkova, Ochrana, 2008) (Tonnisson, Wilson, 
2007). Benchmarking in the public sector has applications in the objective examination of procedures, methods and 
systems and ensures the production of public goods and services which have been partially or fully funded from public 
sources. This method also helps to evaluate the quality of public services provided especially in an environment where 
there are no defined quality standards. (Měřičkova, Fantová - Šumpíková, Rousek, 2009). "Implementation of this 
method to a system of public management contributes to the development of a competitive environment not only in 
public administration, but also between public administration and private institutions in the provision of public 
services." (Měřičkova, Fantová - Šumpíková, Rousek, 2009). (Nemec, Měřičkova, Ochrana, 2008) (Tonnisson, 
Wilson, 2007). 
3. Methodology 
To obtain information about municipal benchmarking projects, the authors used the methods of bibliographical 
search and researching benchmarking initiative websites. The research was aimed at evaluating reports of the 
individual projects, internal materials of the projects, project presentations at professional conferences as well as their 
websites. Other important information sources were monographs, articles published in scientific journals and ones 
published at conferences, as well as dissertations focusing on an analysis and evaluation of the contemporary 
experience with benchmarking of municipalities in the Czech Republic. We utilized the work of following authors: 
Nemec, Merickova, Ochrana (2008), Neshybová, (2011), Merickova, Šumpíková, Rousek (2009), Vrábková (2012), 
Plaček (2013), Plaček, Půček, Jetmar (2014), Nemec, Merickova, Sumpiková – Fantova (2011).  
The research of web sources concentrated on the websites of benchmarking initiatives and their database 
applications, e.g. database of good practice, database of indicators. To complete the information from secondary 
sources, the authors used the method of structured interviews with the main participants of the projects as well as 
generalizations of the experiences of one of the authors – Dr. Půček – who participated in the creation of the first 
benchmarking methodology for the public sector in the Czech Republic. Within the realized research of benchmarking 
of municipalities in the Czech Republic, there were 27 benchmarking projects which were identified, for further 
analysis, ten benchmarking initiatives were selected. 
For comparison with other countries and for deriving recommendations for public policy, a model was used for 
comparative benchmarking in the public sector published by the authors Kuhlmann, Jäkel, 2013. 
4. Results and Discussion 
In our research, we analyzed the following benchmarking initiatives: Price and Performance, Benchmarking in the 
municipalities with extended power, Benchlearrning as part of the Healthy Cities and Regions Benchmarking 
indicators of sustainable urban development, the International benchlearning of cities: "CAF Benchlearning Regional 
Project" benchmarking initiative 2005 benchmarking local Agenda 21, Benchmarking to support the development and 
effective management of city resources, international benchmarking for the transfer of good practice, and 
Benchmarking in the project of promoting cooperation between municipalities. 
Six of these projects still exist in some form. From the perspective of the target group, six were urban projects 
above a certain size (two for cities over 50 thousand inhabitants), four were open to all communities regardless of their 
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size. None applied to small communities. Most of the projects focused on the results (eight projects were oriented 
towards them), and then on processes (six projects). Just three projects focused mainly on the benchmarking processes 
of strategic management. 
One of the obtained results is a generalization of the main benefits as well as negative aspects of benchmarking in 
municipalities of the Czech Republic: 
a) The benefits of benchmarking: 1) cost savings, 2) improvement of processes, 3) transparency in the public 
sector, 3) improving strategic management, 4) enhancing the quality of life, 5) an increase in revenues of municipalities 
b) Negative aspects of Benchmarking: 1) high costs, 2) non-transparent and purely formal implementation, 3) 
no accurate records of the savings achieved, 5) reluctance of cities to participate in benchmarking 
As for the main benefits of benchmarking, we can identify savings and the achievement of continuous improvement. 
This fact was proven also by Iveta Vrábková’s research which was realized with 68 members of BI. The respondents 
most frequently named savings in the field of optimization of job positions, operational and technical provision of the 
authority (cleaning, telephone bills, vehicle operation), contributions to run established allowance organizations as 
well as in the field of municipal management. The bulk of savings resulted from the optimization of agendas from 
which they saved costs for 1-3 job positions. The average costs for an employee amounted to 450,000 CZK. This sum 
contained the salary, social security and other current expenditures (Plaček, Půček, Jetmar, 2014). In reality, the 
savings were just formally reported because savings had also been reported due to the termination of posts due to 
retirements or maternity leave. 
In our opinion, the potential of benchmarking in particular has not been fully exploited by those providing public 
services, such as waste management, public lighting, maintenance of cemeteries, housing, in which individual 
municipalities work almost in a monopolistic environment. This potential has been highlighted in several previous 
studies that have implemented external benchmarking regarding these services Nemec, Měřičkova, Ochrana (2008), 
Ochrana, Šumpíková, Pavel, Nemec, (2007), Půček, Ochrana, (2014). 
In our opinion, this phenomenon is caused by the fact that in the Czech Republic the prerequisites have not been 
satisfied for voting by feet; citizens can not therefore migrate between jurisdictions that provide them the optimal 
amount of public goods and services without having to incur high transaction costs. As a result of the mixed model of 
fiscal federalism and fiscal illusion, citizens are not able to estimate the marginal costs of public goods and services 
produced by the individual municipalities. Among the causes of this condition, we can rank decentralization and the 
level of bureaucracy (corruption, rent seeking) as being on a high level. Individual cities are unable to take advantage 
of competition. The solution is to implement mandatory benchmarking as this measure would have a relatively high 
potential to generate savings, because in the Czech Republic, expenditures of municipalities for 2012 account for 9.8% 
of GDP. This is a similar range to the expenditures of other Central European countries such as Slovakia (6.4%), 
Poland (13.3%), Hungary (9.3%). To further evaluate the possibility of a transition to mandatory benchmarking, we 
used the model created by Kuhlman, Jäkel, (2013), under which we compare the starting conditions between the Czech 
Republic and countries where benchmarking in the form of mandatory or voluntary benchmarking for municipalities 
has already been established. 
Table 1: Comparison of baseline conditions affecting the implementation of benchmarking 
Initial 
Conditions 
Czech 
Republic 
Sweden England Germany Switzerland 
Benchmarking Voluntary Voluntary Compulsory Voluntary/Compulsory Voluntary/Compulsory 
Government 
System 
Unitary - 
Cooperative 
Unitary – 
decentralized 
Unitary - 
centralized 
Cooperative federal, 
decentralized 
Competitive - federal, 
decentralized 
Level of 
decentralization 
Mixed types 
of 
competence, 
autonomy and 
delegated 
powers 
Broad 
competence 
profile 
Broad 
competence 
profile 
Broad competence 
profile 
Broad competence 
profile 
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Fiscal autonomy 
(% of total local 
tax revenues) 
Low High Low Low High 
Expenditure of 
local 
governments as 
% of GDP 
9,8 % 25% 12,9% 7,4% 7,5% 
Territorial 
structure 
(number of 
municipalities) 
6250 290 201 11146 2495 
Average number 
of inhabitants 
1682 31300 102000 5030 3100 
Type of 
democracy 
Consensus Consensus Competitive Hybrid Consensus 
Bureaucratic 
culture 
Pursuit to 
achieve Rule 
of Law 
Rule of Law, 
transparency 
Public 
interest, 
managerial 
culture 
Rule of Law Rule of Law 
Corruption 
Perceptions 
Index, (rank of 
country in the 
index) 
49 (54) 88 (4) 74 (17) 79 (13) 86 (6) 
Source: Authors, (Kuhlman, Jäkel, 2013), Eurostat, Transparency International, data for the year 2012 
From the comparison it is clear that in the Czech Republic suitable initial conditions do not exist for mandatory 
benchmarking as they do in England, where there is a centralized policy and the culture of bureaucracy is focused on 
the implementation of the Public Interest compared the so-named culture of Rechsstaat, which is more typical for 
continental Europe. Large differences also prevail in the level of bureaucracy. One of the main causes of the differences 
between the Czech Republic and the countries under comparison is its communist heritage. This problem is partially 
illustrated by the corruption perception index. The Czech Republic is also characterized by a large number of small 
municipalities, and this phenomenon manifests a low average population (living villages) compared to the other states. 
The result of this phenomenon is potential problems for mandatory benchmarking as larger municipalities have 
difficulty benchmarking partners, and smaller municipalities will not have the administrative capacity for these 
activities. The authors therefore propose to seek inspiration from the German model, where the implementation of 
mandatory benchmarking began in two lands, Hessen and Northern Westphalia. In the Czech Republic, mandatory 
benchmarking should apply to public services constituting a substantial part of public expenditures for municipalities, 
such as waste collection, cleaning, lighting and public housing funds. Supervising the implementation of 
benchmarking should be the responsibility of the individual regions, because it will not occur within just one region, 
and the significant socio-economic differences between municipalities that may significantly affect the results of 
benchmarking. Regions should also be equipped with sanctioning mechanisms. If we look at participation in 
benchmarking using game theory, voluntary benchmarking will not be the dominant strategy for municipalities to 
either participate, or to be penalized. The use of an exogenous mechanism will be necessary to adjust the pay matrix 
so that it will be more convenient for municipalities to cooperate. 
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5. Conclusion 
This paper evaluates the experience with benchmarking in Czech municipalities. It then presents generalized 
conclusions regarding the pros and cons of the use of benchmarking in this environment. Among the most common 
benefits was the reporting of the achievement of savings by municipal representatives, especially in the area of 
personnel. However, it appears that there is no precise evidence of savings by which it would be possible to determine 
whether they are real savings or merely formal savings. This is mainly due to underflow prerequisites for voting by 
feet, by the type of fiscal federalism, and starting conditions, which mainly include the lack of preparedness of 
managers and bureaucracy to manage the resulting savings. 
To enable us to exploit the potential of benchmarking, we propose introducing mandatory benchmarking with a 
focus on public services, which are often produced within the municipality in a monopolistic environment, such as 
garbage collection, cleaning, street lighting and building management. Following the example of the German 
benchmarking solution, it would become mandatory for municipalities within each region, while the region would 
oversee the implementation and, moreover, should be equipped with a sanction mechanism to prevent municipalities 
from non-compliance with benchmarking. 
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